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Old Surety Life Insurance Company
Actuarial Memorandum
Form 500 -A - AR
Purpose
The purpose of this rate filing is to request a rate revision and to demonstrate that the anticipated
loss ratio of the product meets the minimum requirements of your state. This rate filing is not
intended to be used for other purposes.

General Descriptions

Form 500-A-AR is an individual Medicare Supplement Policy and is a closed block of business.
This policy provides coverage for Standard Medigap Plan A.

Scope and Reason for Rate Request

The requested rate increase is 8%. The rate increase is necessary because of the changes in
Medicare benefits, inflationary trends and adverse experience. If this rate increase is approved, it
will be implemented on the next policy anniversary date after proper policyholder notification.
Estimated Average Annual Premium

The current and proposed estimated average annual premiums are shown below:

Current $1,812
Proposed $1,957

Historical Experience

The historical experience on this block of business from inception through August 31, 2010 is
shown in Exhibit 1. :

Loss Ratio Projection

The loss ratio projections without and with the proposed rate increase are shown in Exhibits 2 and
3. The following assumptions were used in the loss ratio projections:

Trend Rates: 10 %
Aging of Claims: 2%
Lapse Rates: 15%
Shock Lapses: 5%

Interest Rate 6%



Old Surety Life Insurance Company
Actuarial Memorandum
Form500-A-AR

Rate Increase: 8% (Implementation to begin 01/01/2011)

The projected loss ratios are shown in Exhibits 2 & 3. The Anticipated Future Loss Ratios and the
Lifetime Anticipated Loss Ratios are as follows:

Without Increase With Increase
Future 97.8% 91%
Lifetime 82.2% 80%

The future loss ratio is calculated as the present value of future incurred claims divided by the
present value of future earned premiums. The lifetime loss ratio is calculated as the sum of the
accumulated incurred claims since inception plus the sum of the present value of future incurred
claims divided by the sum of the accumulated earned premiums since inception plus the sum of the

present value of future earned premiums.

Actuarial Certification

| certify that to the best of my knowledge and judgment, this rate submission is in compliance with
the applicable laws and regulations of the state and the benefits are reasonable in relation to the
premiums. The lifetime anticipated loss ratio exceeds the applicable loss ratio of 65%.

a ‘ ’4/x/ /
i =l A (/CL{./
James L. Harlin SA MAAA
{FiSource, Inc
1019 Waterwood Pkwy Suite E
Edmond, OK 73034
Telephone: 405/513-5166
Fax: 405/513-5166



Exhibit 1
Old Surety Life Insurance Company
Policy Form Form 500-A-AR

Current Average Rate $ 1,812

Proposed Average Rate $ 1,957

Historical Experience

Issue Number Earned Incurred Loss

Year of Policies Premium Claims Ratio
1995 0$ - $
1996 0§ - $
1997 08 - $ -
1998 4 3 838 % 427 51%
1999 4 % 2405 $ 1,668 69%
2000 12 $ 5667 3 2,585 46%
2001 14 $ 8,784 $ 3,179 36%
2002 20 $ 11644 $ 4,759 41%
2003 31 8§ 15,392 % 10,356 67%
2004 38 $ 22627 % 21,276 94%
2005 41 § 25632 % 31,132 121%
2006 35 $ 26624 $ 27,996 105%
2007 27 % 28,281 % 23115 82%
2008 25 % 31,824 §$ 22,407 70%
2009 19 $ 30,217 $ 17,988 60%
2010 15 S 18,457 % 10,686 58%

2010 is for data through August 31 2010



Exhibit 2
Old Surety Life Insurance Company
Policy Form Form 500-A-AR

10-Year Projection
Without proposed increase

WITHOUT INTEREST____ WITH INTEREST

Calendar Earned Incurred Loss Earned Incurred Loss

Year Premium Claims Ratio Premium Claims Ratio
1995 $ - $ - $ - $ -
1996 $ - $ - $ - $ -
1997 $ - $ = ) . $ -
1998 $ 838 $ 427 51% $ 1686 $ 859 51%
1999 $ 2405 $ 1,668 69% $ 4565 $ 3,166 69%
2000 $ 5667 $ 2,585 46% $ 10,149 $ 4,629 46%
2001 $ 8,784 $ 3,179 36% $ 14840 $ 5,371 36%
2002 $ 11,644 % 4,759 41% $ 18,559 $ 7,585 41%
2003 $ 15,392 $ 10,356 67% $ 23144 % 15,572 67%
2004 $ 22627 $ 21,276 94% $ 32097 $ 30,180 94%
2005 $ 25632 $ 31,132 121% $ 34301 % 41,662 121%
2006 $ 26,624 $ 27,996 105% $ 33612 $ 35,344 105%
2007 $ 28281 % 23,115 82% $ 33683 $ 27,530 82%
2008 $ 31,824 $ 22,407 70% $ 35757 $ 25,177 70%
2009 $ 30,217 $ 17,988 60% $ 32,030 $ 19,067 60%
2010 $ 27,686 $ 16,670 60% $ 27686 $ 16,670 60%
2011 $ 23533 $ 15,898 68% $ 22201 $ 14,998 68%
2012 $ 20,003 $ 15,162 76% $ 17,802 $ 13,494 76%
2013 § 17,002 $ 14,460 85% $ 14276 $ 12,141 85%
2014 $ 14,452 $ 13,791 95% $ 11,447 $ 10,924 95%
2015 $ 12,284 $ 13,152 107% $ 9,179 $ 9,828 107%
2016 $ 10,442 $ 12,543 120% $ 7,361 $ 8,843 120%
2017 $ 8,875 $ 11,963 135% $ 5903 $ 7,956 135%
2018 $ 7,544 $ 11,409 151% $ 4733 $ 7,158 151%
2019 $ 6,412 % 10,880 170% $ 3,796 $ 6,440 170%
2020 $ 5451 $ 10,377 190% $ 3,044 $ 5,794 190%

Past $ 237621 $ 183,558 772% $ 302,110 $ 232,813 77.1%

Future $ 125,008 $ 129,635 102.9% $ 00741 $ 97,576 97.8%

Lifetime $ 363618 $ 313,193 86.1% $ 401,851 9 330,389 82.2%

Trend 10.0% OdBlendRt  $ 1,812

Aging Trend 2.0% New Blend Rt $ 1,957

Lapse rate 15.0%

Shock Lapse 5.0%

Int Rate 6.0%




Exhibit 3

Old Surety Life Insurance Company
Form 500-A-AR

Policy Form

10-Year Projection

With proposed increase

WITHOUT INTEREST___

WITH INTEREST

Calendar Earned Incurred Loss Earned Incurred

Year Premium Claims Ratio Premium Claims Ratio
1995 $ - . $ - % .
1996 $ - $ - $ . $ -
1997 $ - $ - $ - $ -
1998 $ 838 9% 427 51% $ 1686 $ 859 51%
1999 $ 2405 $ 1,668 69% $ 4565 $ 3,166 69%
2000 $ 5667 $ 2,585 46% % 10,149 $ 4,629 46%
2001 $ 8,784 $ 3,179 36% $ 14,840 $ 5371 36%
2002 $ 11,644 $ 4,759 41% $ 18,559 $ 7,585 41%
2003 $ 15392 $ 10,356 67% $ 23,144 $ 15,672 67%
2004 $ 22627 $ 21,276 94% $ 32,097 $ 30,180 94%
2005 $ 25632 $ 31,132 121% $ 34301 $ 41,662 121%
2006 $ 26624 % 27,996 105% $ 33612 $ 35,344 105%
2007 $ 28281 % 23,115 82% $ 33,683 $ 27,530 82%
2008 $ 31,824 $ 22,407 70% $ 35,757 $ 25177 70%
2009 $ 30,217 % 17,988 60% $ 32,030 $ 19,067 60%
2010 $ 27,686 $ 16,670 60% $ 27,686 $ 16,670 60%
2011 $ 23,920 $ 14,963 63% $ 22566 $ 14,116 63%
2012 $ 20,332 $ 14,270 70% $ 18,096 $ 12,701 70%
2013 § 17,282 % 13,610 79% $ 14511 % 11,427 79%
2014 $ 14,690 $ 12,979 88% $ 11,636 $ 10,281 88%
2015 $ 12,487 % 12,379 99% $ 9,331 % 9,250 99%
2016 $ 10614 $ 11,805 11% $ 7482 $ 8,322 111%
2017 $ 9,022 $ 11,259 125% $ 6,000 $ 7,488 125%
2018 $ 7668 $ 10,738 140% $ 4811 $ 6,737 140%
2019 $ 6,518 % 10,240 157% $ 3,858 % 6,061 157%
2020 $ 5540 $ 9,766 176% $ 3,094 $ 5,453 176%

Past $ 237621 $ 183,558 77% $ 302,110 $ 232,813 77%

Future $ 128,073 $ 122,010 95% $ 101,384 $ 91,836 91%

Lifetime $ 365,694 $ 305,568 84% $ 403,494 $ 324,649 80%

Trend 10.0% OldBlend Rt $ 1,812

Aging Trend 2.0% NewBlend Rt $ 1,957

Lapse rate 15.0%

Shock Lapse 5.0% New/old Rt 108.0%

Int Rate 6.0%
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